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Commonwealth Holiday Inns of Canada Limited 


Commonwealth Holiday Inns of EUROPE 
Canada Limited is participating in 
the global expansion of Holiday 
Inns International, having 
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COMMONWEALTH Hotidian Sww 


OF CANADA LIMITED 


TO THE SHAREHOLDERS: 


Continuing growth in sales and earnings set new 
records for the six month period ended April 30th, 1969. 


OPERATIONS 


Sales at $9,956,100 were up 46% from the $6,829,100 
reported for the comparable period last year. Histor- 
ically the Company has reported a loss during the first 
six months of its fiscal year due to the seasonal nature 
of the hotel business. | am pleased, however, to report 
a profit of $162,400 after full provision for income 
taxes. This compares with a loss of $118,600 for the 
first six months of 1968. Cash flow generated from 
operations amounted to $963,500 up 215% of the like 
period’s cash flow in 1968. 

These significant improvements are reflected in the 
comparative operating results for twelve months ended 
April 30th included in this report. Sales at $20,781,400 
increased by 41% from the previous period while net 
earnings more than doubled. 

To enable shareholders better to assess the progress 
of the Company, which is affected by seasonal factors, 
it will be our practice to include in each interim report 
a comparative statement of earnings for the twelve 
month period ended with that quarter. This should not 
be confused with the annual audited statement of 
earnings for the Company’s fiscal year which ends on 
October 31st. Historically the major portion of the Com- 
pany’s profit is earned during the last half of its fiscal 
year. 


NEW DEVELOPMENTS 
Finance 


The Company has arranged, with the assistance of 
Holiday Inns of America, Inc., to borrow from a bank 
$5,500,000 due in November 1972. These funds will 
enable the Company to accelerate its expansion pro- 
gram. In addition, your Company has arranged to re- 
finance its London Downtown Inn by selling it to an 
investor and leasing it back. The funds, about $900,000 
released through this transaction will further assist 
the growth of the Company. 


New Venture 


In addition to its hotel sites the Company now owns 
about one hundred acres of land in the Caribbean 
with beach frontage and is engaged in acquiring 
more. Management believes that the development of 
such lands, including the construction and saie of 
condominiums, will add significantly to the earnings 
of your Company. This area of activity is intended to be 
operated under the name Commonwealth Holiday Es- 
tates. The development of our Barbados land has 


CONSOLIDATED STATEMENT OF EARNINGS — Unaudited 


Six Months Ended 


1969 
Sales - - - - - - $9,956,100 
Earnings (Loss) Before Taxes - - - 326,100 
Provision For Income Taxes - - - 163,700 


Net Earnings (Loss) - - - ~ 162,400 


Dividends On Preference Shares - - 27,500 
Earnings Available 
To Common Shareholders” - - - 134,900 
Per Share —on average 
outstanding (Note 2) - - - .06 
Cash Flow From Operations (Note 1) - - 963,500 
Per Share —on average 
outstanding (Note 2) - - - 42 
Average Common Shares Outstanding - 2,315,042 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS — Unaudited 


Working Capital (Deficit) 
At Beginning Of Period - - = 


SOURCE OF FUNDS: 


Net Earnings - - - - - 


Add — Non-Cash Charges 
Depreciation And Amortization - 


Deferred Income Taxes - - - 


Bank Loans (to be repaid from proceeds 
of committed mortgage loans) - - 


Mortgages (net of amounts repaid 
from proceeds) - 2 . % 


Issuance And Sale Of Capital Stock - 


APPLICATION OF FUNDS: 


Purchase Of Fixed Assets - - - 
Deferred Expenses - - - - 
Reduction Of Long Term Debt - - 
Dividends On Preference Shares’ - - 
Expenses Of Share Issue - - - 
Franchises - - - - - 


Working Capital (Deficit) 
At End Of Period (Note 3) - 


Twelve Months Ended 


April 30th April 30th 
1968 Change 1969 1968 
$6,829,100 + 46% $20,781,400 $14,764,300 
(232,100) 1,894,900 907,300 
113,500 1,001,400 483,300 
(118,600) 893,500 436,500 
27,600 55,100 55,300 
= 838,400 381,200 
cz 38 19 
306,000 +215% 3,032,300 1,912,400 
aly +180% 1.39 93 
2,050,063 2,181,462 2,050,063 
Six Months Ended 
April 30th 
1969 1968 
$ 592,000 $ (963,800) 
162,400 (118,600) 
637,400 538,100 
163,700 (113,500) 
963,500 306,000 
1,952,600 538,600 
= 534,900 
3,795,300 — 
6,711,400 1,379,500 
4,667,300 2,343,500 
249,100 8,100 
3,796,300 = 
27;500 27,600 
110,700 une 
10,800 == 
8,861,700 2,379,200 
$ (1,558,300) $(1,963,500) 


Change 
+ 4% 
+109% 


+105% 


+120% 


+100% 
+ 59% 


+ 49% 


NOTES: 1. Cash flow consists of net earnings before dividends on preference shares plus non-cash charges for depreciation, amorti- 


zation and deferred taxes. 


2. No account has been taken in this calculation of conversion privileges attached to the remaining 4,150 preference shares 
or warrants and options for 254,250 common shares which could have been, but were not, exercised. For particulars of war- 
rants which may be exercised in future years see Note 7 to the latest audited financial statements for the year ended 
October 31st, 1968, previously sent to shareholders, an extra copy of which will be supplied to any shareholder on request. 


3. Since April 30th, 1969 the Company has arranged a term loan of $5,500,000 which when drawn will be in addition to working 


capital. 


4. There were 2,411,188 common shares outstanding at April 30th, 1969. 


Annual Report 1969 


CONTENTS 


International Inns of Commonwealth Holiday Inns of Canada Limited 
Financial Highlights 

President's Report 

Directors 

Officers and Executives 

Financial Statements and Auditors’ Report 

Innkeepers 

Six-Year Financial Review 

North American Inns of Commonwealth Holiday Inns of Canada Limited 
Associated Innkeepers Supply Company 


Expanding on Two Continents 


REGISTRAR AND TRANSFER AGENT 
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Financial Highlights year ended October 31 


1969 1968 ‘Change 


SALES. 6 CR ee CS es ae ee ee $25,431,843 $17,654,355 +44% 
EARNINGS “BEFGREVIAKES <i eon ates Bs i eae aah $2,509,597 $ 1,336,659 +88% 
Per-Dolarof Sates.s vo ole rene se es ree ie Ee a 3c 7.6c 
PROVISION: FOR AINGOME SPAKE S Saag as ee $ 1,333,000 $ 695,000 +92% — 
Per Doltarof Sales sii. oe eS ee ee coor oe 5. 3e 4.0c en Boe 
NETOEARNINGS 2055 ee Mec Pos ne $ 1,176,597 $ 641,659 +83% 
Per DollarorS alesse = Gav cts tae ores hs ioeay re at i  ea Gae e 4.6c 3.6c 
DIVIDENDS - ONS PREFERENCE “SHARES sak nice oS wakes S35 b4- 437 $ 55,250 ee 
EARNINGS AVAILABLE TO COMMON SHAREHOLDERS. ... $ 1,122,160 $ 586,409 +91% iy 
Por SHA adcce: rakes pete Siege Semin teens ii ae ens ees age Ca 48c 29c +66% 
CASHEGRELOW ZERO Ms OPERATIONS Ss sarc aneee hai een ere $ 3:876,526 $2,374,762 +63% 
ETERS) gels Maem ieee ore ens ae Oe PRON wegen aces Sacco eee ee ©: $ 1.65 $ 1.16 +42% 
ADDITIONS TO. PLANT AND EQUIPMENT. SAA INR OARS tS $10,875,494 SRS ue y We +48% a 
TOTAIZZASSERS AY EAR EIN Darr ae rr nn ta creme ee sie at $36,030,849 $27,051,643 +33% sa a 


*No income taxes were payable in 1969 and 1968, although full provision was made for taxes on a deferred basis. 

**Calculated on average number of common shares outstanding, 2,363,550 for 1969 and 2,050,063 for 1968. No account has been 
taken in this calculation of the conversion privileges attached to the preference shares convertible into 415,000 common shares 
and warrants for 250,000 common shares outstanding during 1969 which could have been, but were not, exercised. For particulars 
of these and other warrants exercisable in future years, see note 7 of the financial statements. 

There were 2,411,488 common shares outstanding at October 31, 1969. 
***Cash flow consists of net earnings before dividends on preference shares plus non-cash charges for depreciation, amortization and 
deferred taxes. 


Chairman’s Report to t 


On behalf of the Board of | 


Directors, | am pleased to submit 
the Annual Report of the Company 
together with the Audited | 
Consolidated Financial Statements | 
for the year ended October 31,1969 


In the past year operating results | 
have significantly surpassed those 
of the prior year fulfilling the 
forecast made to you in February 
1969. Operating revenues and net 
income for the year ended October 
31, 1969 were the highest in the 
Company's history at $25,431,843 | 
and $1,176,597 respectively. This 
represents an increase of 44% in 
revenue and an increase of 83% in 
net income from the previous year | 
when the comparative operating 
revenues and net income were 

$17,654,355 and $641,659 
respectively. Earnings per average 
common share outstanding | 
amounted to 48c in 1969 compared 
to 29c in 1968. The results for 196§ 
reflect the issuance and sale of 
350,000 common shares during the 
month of December 1968. Cash 
flow generated from operations in 
the 1969 financial year reached | 
$3,876,526 or $1.65 per common | 
share compared with $2,374,762 o 
$1.16 per share in 1968. 
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| 
| 
| 
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Chairman’s Report to the Shareholders 


On behalf of the Board of 
Directors, | am pleased to submit 
the Annual Report of the Company 
together with the Audited 
Consolidated Financial Statements 
for the year ended October 31,1969. 


In the past year operating results 
have significantly surpassed those 
of the prior year fulfilling the 
forecast made to you in February 
1969. Operating revenues and net 
income for the year ended October 
31, 1969 were the highest in the 
Company's history at $25,431,843 
and $1,176,597 respectively. This 
represents an increase of 44% in 
revenue and an increase of 83% in 
net income from the previous year 
when the comparative operating 
revenues and net income were 
$17,654,355 and $641,659 
respectively. Earnings per average 
common share outstanding 
amounted to 48c in 1969 compared 
to 29c in 1968. The results for 1969 
reflect the issuance and sale of 
350,000 common shares during the 
month of December 1968. Cash 
flow generated from operations in 
the 1969 financial year reached 
$3,876,526 or $1.65 per common 
share compared with $2,374,762 or 
$1.16 per share in 1968. 


These gratifying results have been 
achieved in the face of a severe 
world tightening of the supply of 
money, rising interest rates and 
other costs. It is the intention of 
your management to continue 
aggressively the Company’s 
immediate program of expansion, 
under which construction starts 
during 1970 are planned on 9 new 
Inns and 5 additions, comprising 
2,520 rooms in total. This has been 
made possible by medium and long 
term loan commitments negotiated 
during 1968 and 1969 and by lease 
back arrangements which have 
been executed with both individual 
and institutional investors. The lease 
back form of financing is relatively 
uncommon in the industry and has 
been made available to your 
Company as the result of the 
financial success achieved in its 
operations. In many instances the 
lease agreements negotiated provide 
purchase options to the Company 
on favourable terms. 


SALES 


1964 


1965 1966 1967 1968 1969 


During the year 6 new Inns were 
completed, bringing the total 
number in operation at October 31, 
1969 to 23, and this, together with 
additions to the Toronto East and 
St. Catharines Holiday Inns, added 
941 rooms to your Company's 


On fF 


facilities. Each of the new Inns 
opened has experienced a high 
degree of public acceptance, 
significantly adding to the earnings 
potential of the Company. The 
number of rooms in operation at 
year end was 3,499 ,and this total 
has recently been supplemented by 
the opening of the beautiful 96 
room Holiday Inn of Kenora, situated 
on the shores of the Lake of the 
Woods. At the time of writing this 
report, construction was in progress 
on 7 new Inns, and a 49 room 
addition to the Holiday Inn of 
Peterborough, which when 
completed, will add 1,874 rooms to 
the above total. 


NET EARNINGS 


1969 


1964 1965 1966 1967 1968 


Your management has been 
successful in negotiating an agree- 
ment for the operation of a 300 
room hotel to be built in Madeira. 
This Portuguese island is a long 
established year round resort area 
and promises to be an important 
addition to our European operations. 


A development of great signifi- 
cance for the future is the 
Opportunity your Company now has 
to expand into all other Provinces 
of Canada. This has resulted in a 
vigorous program of Canada wide 
growth. | am pleased to report that 
negotiations have been completed 
for the acquisition of an existing 
hotel in Edmonton, Alberta, and for 
two Inns which will be built in 
Winnipeg, Manitoba. The Edmonton 
Inn will be opened in the month of 
May 1970 following an addition 
and renovations which will bring It 
to the high standard established for 
other Holiday Inns throughout the 
chain. The Winnipeg Inns will, 
when completed, establish an 
important link between the Ontario 
Inns of the Company and those 
which will be added throughout the 
Western Provinces. 


The worldwide operations of the 
Holiday Inn system now comprise 
1,176 Inns with more than 160,000 
rooms and the pace of expansion is 
accelerating. As this number grows, 
even greater access to the travelling 
public will result through the 
Holidex reservations system, 
providing substantial benefits in 
occupancy to your Company. We 
are, apart from Holiday Inns, Inc., 
operating the largest number of 
rooms in the system under one 
management, a position your 
management intends to maintain 
through its continual evaluation of 
sites on which new Inns may be 
built and profitably operated. 


The Directors carefully considered 
whether a dividend should be 
declared on the common shares 
having regard to high interest rates 
and the program of expansion | have 
outlined in this report. They have 


concluded that the best interests of 
the shareholders and the Company 
would be served if the declaration 
of such a dividend was not made at 
this time. 


TOTAL ROOMS 


THOUSANDS 


1964 1965 1966 1967 1968 
The growing family of Common- 
wealth Holiday Inn employees 
includes many with long service, 
who joined the Company in the 
formative years and who have now 
progressed through an extensive 
training program to executive and 
managerial positions, imparting their 
knowledge of the Holiday Inn 
system to the staff of each new Inn 
opened. The devoted service of all 
employees to the Company and its 
guests during the past year has 
contributed greatly to making 1969 
a year of profitable growth, and 
allows your management to enter 
the current year with confidence 
and optimism. 


1969 


CHAIRMAN OF THE BOARD 
AND PRESIDENT 


February 1970. 


Other Officers and Executives 
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Assistant Secretary Controller Assistant Vice President Assistant Vice President Assistant Vice President Assistant Vice President 
and Director of Food and District Director and District Director and District Director 
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Assistant Vice President, Director, Projects Director of Marketing Director of Personnel General Manager 
Director of Construction Development Commonwealth Holiday 


and Maintenance Estates 


Commonwealth Holiday Inns of Canada Limited and its subsidiaries 
Consolidated Statement of Earnings 


year ended October 31 ; 1969 (with comparative amounts for 1968) 


Earnings from operations before charges as set out below 


Rent—leased Inns 


Depreciation (note 2) 


Amortization of deferred expenses (note 3) 


Interest on long term debt 


Earnings for year before taxes on income 


Taxes on income—deferred (note 6) 


Memecieaicaiie: Cammings fOr year... . cc Meee te ke ee we me eee es 


Consolidated Statement of Retained Earnings 
year ended October 31, 1969 (with comparative amounts for 1968) 


Elance DO OiMINGKONtyEOle tet cess ai tuerene aa) or eradrekome’ vs Grordhaed acalin cudh yl cate OM 


Add consolidated .net earnings for year 


Deduct: 


Dividends paid on preference shares 


Expenses in connection with the issue of common shares (net of income taxes 


of $43,000) 


Write-off of incorporation expenses 


Balance end of year 


(See accompanying notes to the consolidated financial statements) 


1969 


$25,431,843 
$ 7,240,624 


1,952,385 
1,058,918 
MES Py A he) 


1,400,009 
4,731,027 


2,009,097 


1,333,000 
Bee O oor 


1969 


$1,061,981 
_1,176,597 


2,238,578 


54,437 


69,630 


124,067 
$2,114,511 


1968 
$17,654,355 
$498 2)577 

1,491,678 
863,366 
VALS 

ASIANS SS 

3,645,918 

1,336,659 

___ 695,000 
$ 641,659 


1968 
$ 501,644 


641,659 
1,143,303 


55,250 


26,072 ' 


81,322 
$1,061,981 


Commonwealth Holiday Inns of Canada Limited and its subsidiaries 


(Incorporated under the laws of Ontario) 


ASSETS 
Current: 
Gashrandi short term'depositSins «crs acke-sy see = kn eee ee 


Accounts receivable less allowance for doubtful accounts of $114,721 in 
1969S -andsS5O! OOO tin MO GS ise eeu emer = en ae 


Inventories of beverages, food and supplies—at the lower of cost or market. . . 


Prepaid: @xpenses:.cc. saa, dete ec vv <, Ge Mee ee ehcnae chy. sec ae 


Fixed—at cost (notes 2 and 72) 


Buildings. and leasehold improvements enc. e se eee ee ee 


Furniture and equipment, roadways, swimming pools, etc............... 
lkesstaccumullated: Ge pneClatlomea-eccaacnememen nen nae renner 


Inns under construction—at cost (including cost of land of $1,403,011 in 1969 
and: $1,498,247 in 1968) «co Ges cee sees anc on ec nn a 


Deferred. expenses. (note 3)0 ee fa eanye 5 sp ceneca Bary ema ores tie ea te 


Franchises—Holiday Inns, Inc.—at cost... ........ 0.0.0. eee eee 


On behalf of the Board 


D. Rubinoff, Director 


be SelypoS 


Albert E. Shepherd, Director 


(See accompanying notes to the consolidated financial statements) 


1969 1968 
$ 880,734 $ 1,300,000 
1,964,747 983,546 
536,675 307,194 
402,592 330,029 
3,784,748 2,920,769 
2,292,239 1,689,365 
17,254,512 12,389,193 
9,838,339 7,637,310 
29,385,090 21,715,868 
3,010,886 2,473,296 
26,374,204 19,242,572 
3,132,472 3,029,279 
1,968,780 1,258,566 
770,645 600,457 
$36,030,849 $27,051,643 


Consolidated Balance Sheet October 31, 1969 


(with comparative amounts for 1968) 


LIABILITIES 

Current: 
SSE S PRE Bae neste cate Sc A Sete 5t ht oS Meas (Sie 8) hateudee ud we Vers 8 
mecountsipayable-and: accrued Charges... 6.666 s ee pe es ahs we ee 
fier KCSHOaN dO Creme e ree Ni nA hie Kika ened sale fue he A aioe ee 


Long term debt instalments due within one year (note4) ............... 


IMMER ACNISIR I tO) eter ere ts, 2 A) ht ops Rares Pari ahs 4 ca AD GO Be: we sllewrs 


MescHMStalments GUE WITMIN ONE VEalin. ; ans sueccle aece  a le ck a enero 


Deferred profit on sale of fixed assets (note) ..... 0... . eee ee 
BIELEMmeCUCOMenaxes-(MOllO) oF Sih asc 3, so eee as Se bless a oils oe 


Shareholders’ equity: 
Capital (note 7) — 
Authorized : 


4,150 6%% cumulative redeemable convertible sinking 
fund preference shares with a par value of $200 
each. (4.250 shares:in 1968) <... oc sek seers 


7,010,000 common shares of no par value (7,000,000 shares 
in 1968) 


Issued and full paid: 
4,150 preference shares (4,250 shares in 1968).............. 


2,411,488 common shares (2,050,063 shares in 1968)............ 


Gonsmudaina KetaINOChEathINGS (20le 8) oa odas ounces a ba ba Sale wee ole 


830,000 


1969 


$ 2,150,444 
223,617 


al a 


3,601,234 


23,820,382 


HeZLI RS 


22,593,209 
917,933 


2,535,000 


830,000 


3,838,962 


4,668,962 


2,114,511 


6,783,473 


$36,030,849 


1968 


$ 38,247 
1,421,865 
99,970 


768,684 


2,328,766 


22,314,080 


768,684 


21,545,396 


1,245,000 


850,000 


20,500 


870,500 


1,061,981 


1,932,481 


$27,051,643 
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Commonwealth Holiday Inns of Canada Limited and its subsidiaries 
Consolidated Statement of Source and Application of Funds 


year ended October 31,1969 (with comparative amounts for 1968) 


Working capital (deficit) beginning or year... 24...) 46a .e aes eee 


Source of funds: 
Operations— 


Consisting of: 


Consolidated net earnings for year............. 


Add or (deduct)— 


DYEICTUReXe! NIMOCONNE TEES. Gano bas raboecoobudwoe 
Depreciation and amortization. ............. 


QiiReTEINOMEACASOMIGIMS..occcnssconcccamsouat 


Mortgages and other long term loans. .............. 


SalecOfeSWane sea eceer anne eee a ek ea ee ee ae 


Application of funds: 


Purchase of fixed assets:.«. 4.22 .tten aad cee eee 
Deferred: ex De NSCS: a. tise a eee ae ee Racine eee eee ae 
FranchiseSx 4 5.5 2uh4 Seen Asai o ee ee epee ears 
ReEductOnrOmlOnGEtenine Geb tienen ener mene: ae eae 


DIVIGERCSIT hace oer eels Gee ant ene to ane ee 


Increase (decrease) In working capital................ 


WotkingicaitalvemGrotny. Gc (earsimemenemtn: isan teen armen 


(See accompanying notes to the consolidated financial statements) 


Auditors’ Report 


To the Shareholders of 
Commonwealth Holiday Inns of Canada Limited. 


We have examined the consolidated balance sheet of 
Commonwealth Holiday Inns of Canada Limited and its 
subsidiaries as at October 31, 1969 and the consolidated 
statements of earnings, retained earnings and source and 
application of funds for the year then ended. Our examin- 
ation included a general review of the accounting 
procedures and such tests of the accounting records and 
other supporting evidence as we considered necessary 
in the circumstances. 


1969 1968 
$§ 592,003 $ (963,751) 
Op ics ta ee 1,176,597 641,659 
Pee Sek ee Se 1,333,000 695,000 
ee ey 1,378,633 1,038,103 
quien ae ee (11,704) 
3,876,526 2,374,762 
Se eee 8,299,602 8,772,879 
st ee eee 3,798,462 
ee ee 930,104 
16,904,694 11,147,641 
Ae a ole 10,875,494 7372 7a 
Pp ee, ee 1,029,929 824,653 
Se een te 170,188 336,065 
Pe een eee 5,070,505 1,003,197 
aera ree 54,437 55,250 
Oe eee 112,630 
shen ane Sead (408,489) 1,555,754 
We) hte ae $183,514 $§ 592,003 


In Our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
October 31, 1969 and the results of their operations and 
the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 


CLARKSON GORDON & CO. 
Chartered Accountants. 


London, Canada. 
January 15, 1970. 


Commonwealth Holiday Inns of Canada Limited and its subsidiaries 
Notes to the Consolidated Financial Statements 


October 31, 1969 


1. Principles of consolidation 


The accompanying consolidated financial statements include the 
accounts of the company and its wholly owned subsidiaries, Asso- 
ciated Innkeepers Supplies Limited and Allied Innkeepers (Bermuda) 
Limited. 

The accounts of certain branches of the company are carried in 
East Caribbean currency. These are included in the attached con- 
solidated financial statements in Canadian dollars based on the 


(c) Sinking fund debentures payable: 


72% Senior debentures maturing 
December 1, 1979 (sinking fund 
payment of $50,000 in 1970, 
$75,000 in 1971 and 1972, 
$100,000 in each of the years 1973 
to 1979 and $50,000 on maturity) 


7% Series “A” subordinated deben- 


950,000 


50,000 


current rate of exchange. 


2. Fixed assets 


A major portion of the real estate and furniture and equipment is 


pledged to secure mortgages and other long term debt. 


For accounting purposes depreciation is computed on a straight- 


line basis at the following annual rates : 


Building and leasehold improvements *2%% 
Paving 4% 
Furniture and equipment 9% 
Swimming pools 10% 


*A higher rate is applied to leasehold improvements if, at the time of the 
expenditure, the remaining term of the lease plus one renewal period is less 


than 40 years. 


3. Deferred expenses 
These consist of : 


Costs and Unamortized 
expenses balance 
incurred Amortization October 31, 
to date to date 1969 
Deferred openingexpenses $2,068,729 $526,875 $1,541,854 
Deferred cost of renovations 400,523 68,723 331,800 
Deferred cost of borrowing 286,005 190,879 95,1126 
S25 DO, $786,477 $1,968,780 


The company follows the practice of deferring opening expenses, 
costs of major renovation programs and costs of borrowing and of 
amortizing such costs and expenses as follows: 

Opening expenses —During the first sixty months commencing 

with the month following the opening 


of each Inn. 


Cost of renovations—During the first sixty months commencing 
with the second month following com- 
pletion of the program for each Inn. 


Cost of borrowing —During the term of the respective bor- 


rowings. 


4. Long term debt 


Long term debt outstanding at October 31, 1969 consists of: 


Due within 
Amount one year 
(a) Real estate mortgages payable: 
6%-10% first mortgages due on 
various dates from 1970 to 1977 +=$10,190,537 $317,867 
4%-11% second mortgages due on 
various dates from 1970 to 1973 973,517 22a 2h 
11,164,054 542,394 
(b) Chattel mortgages payable: 
11% and 12% chattel mortgages due 
on various dates from 1970 to 
NOUS eae ede, >. ReMi mee 2,062,608 375,461 
Less deferred interest included 
TIKCRCII Sec nas «CN. eens Ae 397,992 158,145 
1,664,616 27316 
Sundry lien notes due in varving ; 
amounts to 1977 (after deducting 
deferred interest included therein) 76,736 22,829 
1,741,352 240,145 


tures maturing June 30, 1974 
(sinking fund payments of $200,- 
000 in each of the years 1970 to 
1973 and $200,000 on maturity) 


6% Series ‘’B” subordinated deben- 
tures maturing June 30, 1979 
(sinking fund payments of $40,- 
O00 in each of the years 1975 to 
1978 and $40,000 on maturity) . 


1,000,000 200,000 


200 ,O00 
2,150,000 


250,000 


(d) Secured notes payable : 

6%% secured notes maturing June 
30, 1991, repayable at an amount 
equal to 5.03234% of the highest 
aggregate principal amount of 
notes issued commencing Decem- 
ber 31, 1974 (secured by a first 
mortgage and first floating charge 
on certain property) ($825,000 


WES ee migeaeprecoure ate aie 866,102 


(e) Due to bankers: 


Repaid subsequent to year-end 
from proceeds of committed mort- 
gage loan (amount due within one 
year relates to replacement financ- 
NG) ee eee ct cere TO ce 

Long term bank loan repayable in 
monthly instalments of principal 
and interest of $17,999 (secured 
by a 8%% first mortgage and first 
floating charge debenture on cer- 
TALMUOKO DE ULV) sears eure ete ioe ae 

7% term bank loan repayable in 
quarterly instalments of $3,787. . 


Term bank loan due in November, 


3,640,000 62,000 


1,180,924 117,485 


5/900) 15,149 


3,000,000 
7,878,874 194,634 
$23,820,382 $1,227,173 


5. Deferred profit on sale of fixed assets 

During the year the company entered into a sale and leaseback 
agreement in respect of one of its Inns. The gain on the sale amount- 
ing to $528,199 has been deferred and will be taken into income 
over the term of the lease. During 1969, $10,266 of this amount 
was credited to operations leaving a balance of $517,933 as at 
October 31, 1969 which amount is included in the accompanying 
consolidated balance sheet under the heading “Deferred profit on 
sale of fixed assets”. 


6. Deferred income taxes 

The income tax provision for the company has been based on 
income for the year as reported in its accounts. As the company 
claims for income tax purposes deferred expenses as Incurred and 
capital cost allowances in excess of depreciation, no taxes on income 
for the year are currently payable and accordingly the entire pro- 
vision has been deferred. 
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Notes (Continued) 


7. Capital 


The 4,150 authorized and issued preference shares may be 
purchased for cancellation at any time if obtainable or are redeem- 
able on or after May 15, 1976 at $214 per share until May 15, 1983 
and $207 per share thereafter, provided that the tangible junior 
capital (as defined in the trust indentures) immediately after such 
redemption is not less than $1,750,000. Prior to May 15, 1976 
preference shares may be redeemed at $214 per share provided 
the book value of the common shares at the time of redemption 
is not less than 250% of the par value of the preference shares. As 
long as any preference shares are outstanding the company is 
required in each year commencing May 15, 1971 to set aside in 
a sinking fund to be used for the redemption of the preference 
shares an amount equal to 5% of the par value of the issued 
preference shares. 


During the year ended October 31, 1969 the company issued 
350,000 common shares to underwriters for $3,783,500 cash, 
1,425 common shares for $14,962 cash under the employee share 
option plan and 100 preference shares were converted into 10,000 
common shares under conversion privileges attaching to the 
preference shares. 


As at October 31, 1969 additional common shares are reserved as 
follows: 
(a) For issuance at $2 per share under share purchase 
warrants expiring June 30, 1978 issued to holders 


of the 7%% senior debentures.............. 250,000 
(b) Forissuance to employees at $10.50 pershare.... 18,575 
(c) For issuance to Holiday Inns, Inc. at $3 U.S. per 

share under share purchase warrants exercisable 

on acumulative basis as to 813,734 shares during 

each twelve month period commencing Novem- 

ber 1, 1969 and expiring November 1,1978.... *3,254,937 
(d) For issuance to holders of secured notes at $8 per 

share under share purchase warrants exercisable 

from November 1, 1972 and expiring November 1, 

VGBA... £20 £25 Men enanc Rear eek Seren ea ee = 2201025 


3,544,137 


Note: In addition to the common shares reserved for above, an additional 
415,000 common shares may be issued under conversion privileges 
attaching to the preference shares. 


*Under the provisions of these warrants, if prior to November1, 1978 the 
company should have common shares outstanding or reserved for the exer- 
cise of warrants or options granted or for conversion privileges in the aggre- 
gate greater than 6,500,000, sharés, then the company is required to grant 
to this warrant holder additional warrants to purchase common shares with- 
out further consideration so that the warrant holder will hold or have 
exercised warrants for the purchase of common shares equal to 50.075 
percent of the total common shares outstanding or reserved. The warrant 
holder concerned has waived its right to receive warrants for the purchase of 
50,026 additional common shares without consideration to which it would 
otherwise become entitled if the company should issue the additional share 
purchase warrants referred to in the following paragraph and has agreed to 
accept instead warrants for the purchase of 50,026 common shares at $8 
per common share. 


**Under the provisions of an agreement which the company has executed for 
the borrowing of $8,500,000 U.S., the company has agreed to issue to the 
lenders at the time funds are actually received, additional warrants expiring 
November 1, 1984 for the purchase of up to 200,000 common shares at $8 
per share. During the year ended October 31, 1969, the company borrowed 
$825,000 U.S. under this agreement and thereupon issued 20,625 warrants. 
The 179,375 warrants remaining may be issued from time to time as the 
balance of the funds are received. 


8. Restriction on payment of dividends, etc. 


The company has covenanted in the trust indentures securing its 
sinking fund debentures not to declare any dividends on any of its 
shares (other than stock dividends) and not to redeem or retire any 
class of its capital stock or to make any other distribution to share- 
holders unless after giving effect to such action the sum of the 
amounts declared as dividends subsequent to March 31, 1966 plus 
the amounts applied by the company and its subsidiaries subse- 


quent to March 31, 1966 to redeem shares (after crediting against 
such amount the proceeds of any sale of shares made substantially 
concurrently therewith) will not be in excess of consolidated net 
earnings (as defined in the trust indentures) of the company and 
its subsidiaries for the period from March 31, 1966 to the date of 
such payment. Also, the company may not declare any dividends if 
the tangible junior capital (as defined in the trust indentures) is 
less than $1,750,000. 

As at October 31, 1969 the consolidated net earnings (as defined) 
from March 31, 1966 exceeded amounts declared as dividends 
since that date and the tangible junior capital (as defined) exceeded 
$1,750,000. 


9. Commitments 


The cost of the building program to which the company is 
currently committed has been estimated at $7,800,000. No liability 
in connection with the above capital expenditures has been reflected 
in the accompanying consolidated balance sheet. Particulars of 
arrangements for additional financing are set out below. 

The company has entered into an agreement to lease an Inn in 
Guadeloupe and to acquire a 27% interest, at a cost of approx- 
imately $215,000, in the company formed to construct and lease 
the Inn. 

As at October 31, 1969 the company had made arrangements 
for additional financing of up to $11,226,000 as follows: 


(a) Additional first mortgage loans.......... $ 476,000 
(b) Additional bank loans (repayable by Novem- 
ber 197.2)... =o) nee oko oe NAN eee 2,500,000 
(c) Additional loans available from institutional 
lenders (undrawn balance of $8,500,000 
US. referred: in inotes7))ja-.s) eee 8,250,000 
$11,226,000 


10. Long term leases and fees 


The company has entered into agreements to lease properties to 
be operated as Inns for periods varying from 10 to 66 years at total 
minimum rentals for the remaining terms of the leases of approxi- 
mately $49,500,000. Total minimum fixed rentals per year as at 
October 31, 1969 approximate $2,300,000. In the case of certain 
leases, increased rentals may be payable if Inn revenues exceed 
specified amounts. Certain leases provide the company with options 
to purchase the leased properties. 

Under its agreements with Holiday Inns, Inc. the company is 
required to pay royalties and other fees which currently amount to 
approximately $565,000 annually. It has also entered into miscel- 
laneous equipment leases which require annual rental payments of 
approximately $310,000. 

Under the terms of the agreement relating to the 6%% secured 
notes, the company has agreed not to permit minimum annual 
lease obligations on real property located in Canada and continental 
United States to exceed 12% of the net book value of the company’s 
fixed assets located within these two countries. As at October 31, 
1969 these minimum annual lease obligations were less than 12% 
of the net book value of the applicable fixed assets. 


11. Executive remuneration 


The aggregate direct remuneration paid or payable by the com- 
pany and its subsidiaries to directors and senior officers amounted 
to $231,899 for the year ended October 31, 1969 ($170,149 in 
1968). This remuneration includes directors’ fees of $2,148 for 
1969 and nil for 1968. 


12. Appraisal value of real estate. 


Land and buildings included in fixed assets in the accompanying 
consolidated balance sheet at a net book value of $18,522,630 
were appraised during 1969 by Montreal Trust Company at 
$27,237,648 on a net replacement cost basis. The above amounts 
do not take into account values relating to leased properties, 
furnishings or values attributable to the Holiday Inn franchises. 


Innkeepers 


JOHN PETERS 
Barrie 


FRED PUMP 
Kenora 


CLAUDE LEFEBVRE 
Ottawa 


RUDY BERGER 
Toronto West 


MRS. MONICA 
ANDERSEN 
Innkeeper at Large 


ERWIN RIECK 
Brantford 


G. LEYENDECKERS 
Kingston 


a 
SPENCER BROWN 
Peterborough 


GORDON McKAY 
Windsor 


DOUGLAS HENDRY 
Innkeeper at Large 


BERNHARD KAINER 
Chatham 


LLOYD FOSTER 
Kitchener 


ROBERT BECKER 
St. Catharines 


GARY DIXON 
Pontiac, Mich. 


DONALD McAFEE 
Innkeeper at Large 


LEWIS BLUM 
Hamilton 


ISAAC SISKIND 
London Downtown 


ANTHONY MIELE 
Thunder Bay 


— 


HAROLD LEVIN 
Port Huron, Mich. 


DERIO NICHOLI 
Innkeeper at Large 


ROGER CROXALL 
Hespeler 


BERT BORNHOEFT 
London South 


ANDRE ROUSSEAU 
Toronto Don Valley 


E. SCHWANNECKE 
Antigua 


DEREK TOMS 
Huntsville 


PETER VANDENBERG 
Oakville 


JOSEPH SLOMKA 
Toronto East 


CYRIL CLARKE 
Bridgetown, Barbados 
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Commonwealth Holiday Inns of Canada Limited and its subsidiaries 


Six-year Financial Review 


RESULTS FOR THE YEAR a 
Salesise seas oes es SR ee ee $25,431,843 
Earnings Before Taxes on Income....... 2,509,597 
Provision for Income Taxes............ 1,333,000 
Net earnings for the yearns —o).eae emcee an 1,122,160 
Per ‘Common Silare ae ns seen nenene tae oa 48 
Cash Flow from Operations * a. semen oes 3,876,526 
Per Common; Shares, 2 gerne.) seers eee 1.65 
Depreciation and Amortization......... 1,378,633 
Capitalk@utlays@ =. = ener ae 10,875,494 
YEAR END POSITION 
WorkingGapital: ... < .-saet eee eras nee: ae $ 183,5%% 
Fixed Assets at Cost***. . 32,517,562 
Total: Assets uss. hgtecnemgene ep masa tere 36,030,849 
LongerermeDent sae: 22,593;209 
shareholderssBauity <a: eee ee eee. ae 6,783,473 
GENERAL STATISTICS 
Preference Shares Outstanding......... 4,150 
Common Shares Outstanding. ......... 2,411,488 
Innsan Operation: Sci 0k 9 evoke. ae 2S 
ROOMSHE© DChatlO inne eaenae es caenner acne 3,499 
*After dividends on preference shares disregarding unexercised options and conversions, and calculated on average common shares 
outstanding during the period. 
**Cash flow consists of net earnings before dividends on preference shares plus non-cash charges for depreciation, amortization and 
deferred taxes. 
NET EARNINGS PER COMMON SHARE CASH FLOW PER COMMON SHARE 
DOLLARS DOLLARS an 
70 
.60 
700) 
-40 
.30 
.20 
10 
0) 


1965 1966 1967 1968 1969 


1964 1965 1966 1967 1968 1969 
1964 


1968 


$17,654,355 
1,336,659 
695,000 
586,409 

29 
2,374,762 
1.16 
1,038,103 
ot 2b22 


Be 092,003 
24,745,147 
27,051,643 
21,545,396 

1,932,481 


4,250 
2,050,063 
vy, 

2,558 


1967 


$12,453,855 
917,178 
481,300 
405,997 

.20 
726,137, 
84 

TIT BLS 
3,224,369 


$ (963,751) 
17,273,501 
17,856,057 
13,775,714 

1,372,144 


4,250 
2,050,000 
14 

2,166 


1966 


$ 7,062,421 
226,704 
122,000 
112,243 

05 
691,114 
34 
477,871 
5,053,238 


$ (421,139) 
13,967,198 
15,596,668 
12,113,550 

1,015,377 


4,250 
2,050,000 
10 

1,441 


1965 


$ 3,667,315 
105,731 
55,000 
50,731 

.03 

383,797 

19 

277,066 
3,081,018 


$ (1,447,018) 
8,965,283 
10,501,956 
7,462,051 
52,634 


2,000,000 
5 
639 


1964 


$ 2,650,583 
(113,057) 
(56,900) 
(56,157) 
145,634 

07 

270,791 
550,000 


$ (2,052,035) 
6,009,336 
6,729,488 
3,895,668 

1,903 


2,000,000 
3 
440 


***Includes construction in progress. 


NOTE: 1969 amounts shown under Year End Position and General Statistics are after giving effect to issuance and sale to underwriters 
of 350,000 common shares on December 16, 1968. 


TOTAL ASSETS SHAREHOLDERS’ EQUITY 
$ MILLIONS $ MILLIONS 


1964 1965 1966 1967 1968 1969 1964 1965 1966 1967 1968 1969° 
*After giving effect, as of December 16, 1968, 15 
to issuance and sale to underwriters of 
350.000 common shares for $3,783,500. 


It Ste. Marie 
innipeg—Downtown 
Winnipeg—Airport 
Lethbridge 
Whistler Mountain, B.C. 
Vancouver 
_ Victoria 


O @ Edmonton 


ra 
B 


@ Winnipeg 
LI 


(iT agg 

egeg wae = 

Reg egedere eT ie aie gs te iy 
is 
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Associated Innkeepers Supply Company 


PHILIP EPRILE PHILIP M. BARNETT. JOHN S. HARRINGTON 
President General Manager Director, Contract Sales 


i \ JF “| | r 

ae Beeh| ; 

Bb oe a 

rei, cy ee ar | 
: iH 


Living Room - Apartment project. 


This division of Commonwealth 
Holiday Inns of Canada Limited was 
formed in 1965 to design and equip new 
Holiday Inns of the Company and to carry 
out regular renovation programs for existing 
Inns. The scope of its operations has since 
been expanded to include similar services 
to other hotel groups, institutions, com- 
mercial and public buildings. 


A complete staff of design and 
decorating consultants together with 
procurement specialists are located in the 
offices of the Company at 140 Kendal 
Avenue, Toronto 4, Ontario. The many 
years of experience of its personnel in the 
design and decorating field are reflected in 
each of the Holiday Inns operated by your 
Company in Ontario, and in the Caribbean 
Islands. Examples of their distinctive work 
are shown on this page—also on pages 
16 and 17 of this Report. 


Two design awards were received by 
the Company during 1969 in a competition 
held annually for newly completed 
Holiday Inns throughout the world. The 
Inns receiving recognition were 
the Holiday Inn of Don Valley, Toronto 
and the Holiday Inn of Barbados, which 
were awarded the highest and the third 
highest design award in their classification. 
The staff of Associated Innkeepers Supply 
Company was responsible for interior and 
exterior decor and the equipping of both 
of these award-winning Inns. 


Total volume of the division during the 
past year in both contract sales and in 
furnishing and equipping Inns, 
approximated $4,000,000. During 1969 
contract sales increased substantially over 
1968, confirming the excellent growth 
potential of this portion of their business. 
Plans are nearing completion to relocate 
the offices and warehouse of Associated 
Innkeepers Supply Company into larger 
premises, to allow more efficient handling 
of increased business resulting from 
expansion plans of Commonwealth 
Holiday Inns of Canada Limited and 
further anticipated increases in the 
volume of contract sales. 


Commonwealth Holiday Inns of Canada Limited 
Expanding on two continents 


ANTIGUA—Open @® Hannau Robinson Inc. BRIDGETOWN, BARBADOS—Open_ © Hannau Robinson Inc. 


5 } 2 
7 a Jean 


_GRENADA—Opening 1970 ST. LUCIA—Opening 1970 


ap 
Ae oy 


4 7 te a 


PORT OF SPAIN, TRINIDAD—Under construction PLYMOUTH, ENGLAND—Under construction 


ASS 
Sig S Z> ~~ = 


SEAWELL, BARBADOS—Planned MADEIRA, PORTUGAL—Planned 


Commonwealth Holiday Inns of Canada Limited : 
Part of the Great Family of Holiday Inns... the 


